STATE OF MAI NE Docket No. 98-235
PUBLI C UTI LI TI ES COWM SSI ON
August 5, 1998

CENTRAL MAI NE PONER COVPANY ORDER APPROVI NG
Application for Approval of a Decrease REDUCTI ON | N CAPI TAL
in Capital (8910) (11, 000,000 shares

of Conmmon St ock)

VWELCH, Chai rnman; NUGENT, Conmi ssi oner

On March 26, 1998, Central M ne Power Conpany (CWVP or the
Conmpany) filed with the Comm ssion its request for approval to
decrease its comon equity capital by up to 11 mllion common
shares over a period of three years fromthe date of this Oder
This Order approves the Conpany’s request.

The Conpany has stated that one of the outcones of the
proposed divestiture! of its generation asset portfolio for
approximately $846 mllion, will be the mandatory retirenent of
the bulk of its outstanding first nortgage bonds. This wll
result in CVW's capital structure being heavily weighted in favor
of common equity? which, under normal circunstances, is the nost
costly source of investnent capital for a business. Thus,
rebal ancing CMP' s post-divestiture capital structure is
consistent with the interests of its ratepayers as it wll reduce
CVMP' s wei ghted average cost of capital, a cost that ratepayers
are traditionally obligated to pay.

CWP has therefore requested perm ssion to proceed with the
repurchase of 3 mllion common shares prior to the closing of its
asset divestiture, with the remaining 8 mllion shares being
reserved for after the closing. The Conpany al so requested that
it be allowed three years to conplete the repurchase of the 11
mllion share total

Al'l owi ng the extended tine period is reasonable. It wll
permt CVMP the flexibility to choose the nost appropriate tines
to reacquire its shares. W do note, however, that open market
purchases are but one way for CVMP to reduce of its common equity
ratio. During periods of relatively high stock prices, other
mechani sms may be | ess expensi ve.

1'n Docket No. 98-058.

2lf no shares were repurchased and the divestiture closed at
$846mm as proposed, CVMP' s conmon equity ratio could approach 70%
in 1999 which is well above utility industry norns.
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Havi ng revi ewed the application of the Conmpany, together with
data filed in support of it, we find CVMP s request for the
reduction of capital is appropriate. In approving this request
t he Conmm ssion does not inply approval of the Conpany's current
or projected capital structure or its current or projected cost
of capital for ratemaki ng purposes. Furthernore, this Order does
not limt or restrict the powers of the Conmi ssion in determning
a capital structure or cost rate in future proceedi ngs, nost
not abl y Docket No. 97-580, CMP Stranded Costs, T& Utility
Revenue Requirenents & Rate Design and Docket No. 98-058, Cw
Di vestiture of Generation Assets. Finally, we intend to review
the price CW pays for any stock repurchases, particularly in any
i nstances where purchases are made at prices which are
substantially above book val ue.

Accordi ngly, we
ORDER

1. That Central Maine Power Conpany is authorized to
repurchase up to 11, 000,000 of its conmon shares over a period of
three years fromthe date of this Order, provided that it may not
repurchase nore than 3,000,000 shares prior to the closing of the
sale of its generation assets.

2. That Central Maine Power Conpany report its doings
pursuant to this Order to this Comm ssion on Decenber 31, 1998,
and quarterly thereafter. |If the relevant information
(i ncluding, at mninmum date(s) of purchase, nunber of shares
pur chased, purchase price, comm ssions paid to agents, other
charges or fees) is contained within the Conpany’s Quarterly 10-Q
Reports and Annual 10-K Reports filed with the Securities and
Exchange Commi ssion, CVMP will not be required to provide
additional information unless specifically requested by the
Comm ssi on.

3. That a copy of this Order be nmailed to interested
parties and this Docket be cl osed.

Dat ed at Augusta, Maine, this 5th day of August, 1998.
BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Utilities Comm ssion
to give each party to an adjudi catory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
revi ew or appeal of PUC decisions at the conclusion of an
adj udi catory proceeding are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 1004 of the Conm ssion's Rul es of
Practice and Procedure (65-407 C MR 110) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which reconsideration is
sought..

2. Appeal of a final decision of the Conm ssion nay be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal wth the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S A

8§ 1320(1)-(4) and the Maine Rules of Civil Procedure,

Rule 73, et seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320(5).

Not e: The attachnent of this Notice to a docunent does not
indicate the Comm ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Comm ssion to attach a copy of this Notice to a
docunent does not indicate the Comm ssion's view that the
docunent is not subject to review or appeal.




